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EDITORIAL BOARD OF CYPRUS

Mark Aéh[&y Bruce-Smith, Loncdan Trust Limitad, Nicosia, Cyprus

1 INTRODUCTION

& History and background

Tha Repuhlic of Cyprus is an
inZzpendenl sovaraign republic
estzhlished in 1960, Proviously
Cnrus was a colony of Graat
Britain and befora that, 2 part of
the (iioman Empire. s writien
constibution 15 dervad from the
London and Zurich Agreaments of
the lats 15605,

The strategic impotance of
Lyorug bo Greece, Turkey and tha
UK explains why independence
wirg brokered in such an wnusual
way Cerfain clauses of the
Constitution may not be changed.
Other articlas reguirs a majority
bath of Greek Cypriots and Turkish
Cypriats, whase athnic identity is
rzeognized and entrenched in the
Conatitution itself. Despite
troubles betwean the two cthnic
froups since independence, the
Republic continues to thrive.

Tha growth of Cyprus as an
intzrnatianal financial centre
betan with concessionary raies of
corporation tax, together with the
arrargpernent of tax treaties with
countries in Eastarn Europe and
the former Soviet Linion,

Ware recently, Cyprus has
accaded to Crganization Tor
Econamic Co-operation and
Development ("DECD™)
cormplaints of unfair competition
inmatters of tax. Landrark
changes to incorms tax in 2002
complied both with OECD aned
European Union ("EL concema.

By mied-2004, it is expacted that

Cyprus will be 2 fully-fladned
member of the ELL The United
Mations” plan o recalibrate the
Fepublic into an independent,
nan-aligred, bi-cammunal and
facleral arranoement would
consummate Cyprus's place
within the Europaan home.

The currency is the Cypriz
pound (CYP),

b. Legal system
Cyprus has an independent and
separale uckciarg The Constitution
features legal principles 2uch as
thie: separation of powers and
fundamental nghts and iberties
(and cerain obligations), These
are affardad not anly to Cypriots
bt alsa to all other persans, In
1862, Cypruz signed tha Ewrapear
Corveniion on Human Rights
{Ratificalion) Law 39, 1962

The Constitution is the supreme
lagal autharity, International
agregments, canventions and
treaties {as long as they are
faithiully obzerved by both
signatories) ane suparior to statute
and the comman law (and its rules
of aguiby), Statuta law is a
combinratian of those British
Acts of Fardiament that werz
in farce in Cyprus on the day befors
independenca and the Republic's
statutory law that has followed,

2 TRUSTS

a. Introduction

The Cyprus Constitution sxpressly
adoptz the commaon law and
equitable princigles of English law.
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The civil and criminal courls
follow these principles unless
otherwize mandated by the faw of
Cyarus or its Constilufion.
Althaugh a signatory of the Hague
Convention on the Law Apalicable
to Trusts and on their Recogrition,
July 1, 1985, Cyprus has nol yet
ratifiad the treaty, Lindar the
Conzlilution, this trealy would
have higher authority than that of
statute and the common law,

b, Types of most frequently used
trusts and their uses

Triasts being agministerad by
trustees in Cyprus are cateporizad
as private, chantable or
imtarrational. Tastamentary
setilements are comman, and are

addrassad in the Trusieas Law Cap
193, which is almost identical to
the English frustess Act 1925,

Internaticnal trusts weare
irdrocducad in 1992 and include
special features suchas
protection from nheritance rules
of other jurnsdictions that wouks
affectiviely overricle a trustog's
prvevars, The Cyprrus International
Trust "CIT™ iz probably the most
common arngement other than
the bare trust, The CIT, used in
inharitance and fax planning, is
not available to Cypriots,

Possible vehicles for asset
pratection include the CIT, Cyprus
Private Trust with Manx law
adaped by its settlon and the
Cypriot company either limited by
guarantes or both by guarantes
and shares),

CHher thare the CIT, wehich mass
be approved by the Central Bank of
| Cyprus, thers are no requirements
I toregizter privata rests.
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¢, Resources

L Baoks

Introduction to Cyprus Law,
Antrans Menclaous & Ca,
ISBM 3802046-21.4

I, Websifos

whenwnaocieaus. b (Intraduction
to Cyprizs Law = Androas
Meocleous & Co)

Ji Statules

Tristee Lave (Cap 193)

Chanbies Law {Cap 41)
Bankruotoy Lear (Cap 5)
Fravditent Transfors Avaidanoe
Law (Cap §2)

Internationa Trus! Law;, 69,1992

3, CTHER FOREMS OF
LEGAL ENTITIES
. Intraduction
Although the Cypriot private
lirmiled company s similr to that
in & typical Commonwealth
jursdiction, somea modifications
have been made since
intfependence, in ordar to bring
Cyprict corporata law into ling
with cther Eurcpean law, The
private company mited by shares
is the prominent legal entity

Generally, companiesara
entitlad to carry on most
camimercial activity without a
lizence, with the exception of
banking and msurance, where a
licence is abligalong

All Cypriot companias must file
audiled accaunls. The cost af an
aldit is low by comparizon with
other European countres. Cypriot
campanies with management and
cantral resting in the Rapubliz
have access to the bencfits of
Cyprus's many double tax treaties

&

Bt

153

sdAn



5T

SECTION TWO STEP Directory and Yearbook 2004

The disapproval of names that
are sensitive or similar ioan
existing name is strictly absarved.
Heowwever, ready-macle companies
are available frorm mast firms
ofiering such zervices,

In accordance wilh Lhe
Canslilution, ali decurmeanis for
filing with the Registrar of
Companias musl be aither in
Graek ar Turkish,

b. Resources

i Websies

wianeacleous, biz (Introduction
to Cypriss Law - Andreas
Meocleous & Co))
e oit g oy reor
(D=partrment of Registear of
Companies)

4, TAXKATION

a. Intraduction and
developments

The {axation of Cyprus is made up
both of direct and indirect 1axes.
Ganerally, bath kinds of tax
fimance slala spending, especially
i education, dafence and health.
Emalovers” and employees’
contribuiions to social nsurance
are not taxes bot are still part of a
separate fund allocated for the
benefit of those who have
contributed.

Of graat significance in the
firsl hali of 2002 was the
Republic's dacision to revige its
tie lawes 20 as 1o satisty the EL
Acquis Comrnaetaie and to
salisfy requircrments of the QECD.

b, Tax system: general concepts
of tax regime
As g result of revision of the tax

code, alf Cypriot companies from
Janmary, 2003, that are managed
and controlled trom within Cyprus,
pary & uniform rate of income tax
which is levied at 1055 on taxabie
prafits {grass income atter the
deduction of business
arpenditurel. [f a company is
managed and controlled outside
the Republic, it doas nol pay
Cynriol lax on its worldwide
incame

Capilal gainz tax applies
primarify to immosable property
awned directly orindirecthy, which
iz situated in Cypries.

Trustees are obliged fo
account for Cypriot income {ax
where such an abligation exists,
The laws makas no distinction
hetwesn nomines, fized and
discretionary arrangements,
Tharafare, trusls possessing
resident irustees and ron-residant
baneficiaries, do nat incur Cypriot
tax liailities.

In matters of executarships the
teceased's executors must
account forthe final taxes on

neomie. Hawever, no account of
death taxes has been necessary
since thair abolitien in 2000,

c. Resaurces

i. Books

Introduction fo Cyorus Law -
Ancreas Meocleous & Co,
ISBM 3-802044-21-X,

fi, Websifas

weswnaoclesusbiz (ntreduciion
to Cyprus Law — Andreas
Maacleous & Co)

wanacctnou Blications com (current
tax news and publications)

London Trust

i Slatufos

fricorne Tax Lavs, 2002

Imcoime Tax (Amendrment] Law,
2002

frcome Tax (Amendment) (o 2)
Lanay, 2002

Capital Gains Tax Law, 2002
Assessrnend and Collection of
Taxes (Amendmont) Law, S002
Special Confritudiar for the
Defenicn of the Ropublic Lavg 2008
Special Cantabution far tfie
Dreferce of the Republic Laws
tAmemdrment) (No 2, S0
Special Conlobufion forihe
Dofonce of He Republic Law
(Armendment) (Na 3), 2002
Eztafo Dty (Amending) Law,
Lawy 74 (T}, 2000

B, OTHER RELENVAMT
WVIATTERS

i, Wahsites

| weswcentralbank.gowcy
(Economic and monelary
|

characteristics including money
laundering.)

i Statules

Fresvention and Suporession of
Maney Lavndoring Actisties Law,
i1 {1y, 1596

Londan Trust is a structured
small firm with intent. We are
medellad an a Private Client
Praclice. Howewver our
preference is to work with other
professionals who like
ourselves are part of the STEP
family.

We follow STEP's
programme of confinuous
education. Our methods include
attending STEP conferences
and in-house workshops, The
price of staying up to date is
eternal vigilance. We aim to be
as such.

London Trust maintains a
relevant and growing reference
library. Through the good
offices of associates in law,
accountancy and banking, we
are able to confirm and interpret
developments in Cyprus as they
occur We also monitor actively
the case law passing through
the Cypriot courts that is
germane to trusts, companies
and taxation. For us staying up
to date is regarded as
imperative.

And so given the
seriousness of the work we do

we have taken much time and
trouble designing and
implementing internal controls
that are dedicated to finding the
right balance between sacurity
and flexibility. We aim to strike
the right balance.

In a highly competitive
global marketplace Cyprus has
sometimes been passed over,
However, we believe this is
often unjustified. The Cypriot
business climate is now at its
most attractive. There are many
types of familiar structure
available and some more

besides. The legal and taxation
framework are familiar to
offshore practitioners. The
authorities are rigorous in
maintaining standards and yet
sympathetic to the spirit of free
enterprise,

London Trust has been
active in Cyprus for over five
yedrs. We have the skills and
the experience with which to
lead you to and through the
potentialities that Cyprus has to
offat



